Learning Objectives 


After reading Chapter 12, you should be able to: 


_ 


Define power and review the bases of indi- 
vidual power. 


2 Explain how people obtain power in organiza- 
tions. 


Discuss the concept of empowerment. 


3 

4 Review various influence tactics. 

5 Provide a profile of power seekers. 
6 


Explain strategic contingencies and discuss 
how subunits obtain power. 


“I 


Define organizational politics and discuss its 
various forms. 


8 Define ethics and review the ethical dilemmas 
that managers face. 


9 Define sexual harassment and discuss what 
organizations can do to prevent it and how 
they should respond to allegations. 
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When energy-trading giant Enron filed for 
bankruptcy in December 2001, it was the Enro n, 


WorldCom, 


seventh-largest corporation in the United 
States. A firm that had been the darling of 
the investment community, and had been and Arthur 
called America’s most innovative company Andersen 
by Fortune, was gone with no apparent 
warning. What caused Enron's downfall? 
The house of cards collapsed when it was revealed that the firm had used 
shady accounting practices to hide over a billion dollars of debt and losses 
in outside firms that it had created. Transferring poor financial results to 
these partnership firms made it appear that Enron was in excellent financial 
health and allowed its stock price to soar. As such, executives got rich and 
investors were defrauded. In the end, rank-and-file employees, the vast 
majority of whom knew nothing about these partnership firms, suffered the 
most through the loss of their jobs, and, in many cases, the loss of their life 
savings. 


On the heels of the Enron fiasco, the corporate world was floored by the 
news in June 2002 that WorldCom, the second-largest long distance telecom- 
munications company in the United States, had used fraudulent accounting 
practices in misstating over $9 billion of expenses. WorldCom, with close to 
$110 billion of assets, became the largest bankruptcy in U.S. history when it 
filed for Chapter 11 in July 2002. Millions of investors lost money, banks and 
suppliers were rocked, and 17,000 employees lost their jobs. 


The fall of Enron and WorldCom also ensnared Arthur Andersen, the fifth 
largest accounting firm in the United States until it was destroyed by the 


Smith Street 


Enron mess. As Enron's external auditors, many questioned how Andersen could have 
approved these financial practices for years. Although the accounting firm stated it had 
been duped by Enron, it was revealed that it shredded thousands of documents relating to 
Enron between September and December 2001. Andersen was indicted on obstruction of jus- 
tice charges in March 2002 and was found guilty that June. Andersen was also WorldCom's 
external auditor during their years of fraud. By the time the WorldCom indiscretions came 
to light, however, the accounting firm was already ruined. 


As investigations into the unethical and illegal activities unfolded, it became clear that 
power, politics, and corporate cultures fuelled by greed were an important part of the story. 
Enron had been a traditional energy company in the 1980's with regular assets such as oil 
pipelines. In the 1990's, Jeff Skilling was chosen by CEO Kenneth Lay to steer the company 
in a new direction. As Lay faded into the background, Skilling transformed Enron's business 
and culture, and the company sold off hard assets and entered the complicated business of 
energy trading. Enron went from a traditional energy company to the biggest e-commerce 
company in the United States. For several years, the wheeling and dealing paid off, and 
Enron executives became rich beyond their wildest dreams. Underlying the apparent suc- 
cess, however, was a corporate culture based on cutthroat competition, paranoia, and the 
relentless pursuit of profit. Skilling created an in-your-face culture in which positive results 
and growth were all that mattered. Those who preached fundamentals or suggested more 
traditional business approaches were labelled dinosaurs and were marginalized. Skilling 
also used political tactics and power to out-manoeuvre potential internal rivals. By 
December 2000, Skilling had surrounded himself with a team of yes-people, had wiped out 
all internal opponents, and collected his ultimate prize: promotion to the position of CEO, 
replacing Ken Lay, who stayed on as board chair. In Skilling's Enron, his right hand man was 
CFO Andrew Fastow, another young shark who rose quickly and was not afraid to use bully 
tactics. Fastow set up and partially owned many of the partnership firms in which Enron hid 
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its losses. It has been reported that Fastow made over $30 million from these partnerships, 
and enriched family and friends along the way. By the second half of 2002, it became clear 
that Enron's fortune and success were mere illusions. Barely six months into his term as 
CEO, Skilling resigned, citing personal reasons. In November 2002, Fastow was charged in 
criminal court with fraud, money laundering, and conspiracy. More indictments followed in 
May 2003, including one for Mr. Fastow’'s wife. Finally, in February 2004, Jeff Skilling was 
indicted on fraud and insider trading charges with bail set at $5 million. He faces life in 
prison and fines of up to $80 million. Among the most shocking revelations was that Enron 
executives cashed out $1.1 billion of stock from 1999 to 2001 before any trouble was dis- 
closed to the public, and that Ken Lay continued to encourage employees to buy stock even 
after executive whistleblower Sherron Watkins had warned him of the fraudulent practices. 


The story of WorldCom also features a powerful, maverick CEO, and an accounting whiz kid 
out of control. Canadian-born Bernard Ebbers, WorldCom's CEO until he was forced out in 
April 2002, had built the company through a dizzying number of acquisitions and big deals, 
the biggest of which was the acquisition of MCI in 1997. His right-hand man was CFO Scott 
Sullivan, who navigated all of the financial deals. Two reports released in June 2003 under- 
line a culture of greed at WorldCom in which positive results were the only concern, and a 
corporate environment in which no one would ever question the powerful Ebbers or 
Sullivan. In August 2002, Mr. Sullivan was arrested on federal fraud charges, while Mr. Ebbers 
was charged at the state level in August 2003. Other members of WorldCom's financial team 
have also been arrested. In July 2003, WorldCom, which still hopes to re-emerge from bank- 
ruptcy under the MCI name, received a $750 million fine for its false accounting reports. 


In the case of Andersen, many point to the $1 million per week for auditing and the $27 mil- 
lion in consulting revenue that the accounting firm received from Enron as the reason they 
did not stop the questionable practices. Information has also surfaced about the culture of 
greed within the accounting firm in which income apparently overruled the obligation to be 
impartial and vigilant. 


In all, three once-respected firms have been destroyed, public confidence in corporations 
and entities designed to stop fraud has been shaken, and millions of people have been 
adversely affected by these scandals in very concrete ways. Not the most promising start 
for business in the 21st century. 


This vignette illustrates the main themes of this chapter—power, politics, and ethics. 
First, we shall define power and discuss the bases of individual power. Then we shall 
examine how people get and use power and who seeks it. After this, we shall explore 
how organizational subunits, such as particular departments, obtain power, define 
organizational politics, and explore the relationship of politics to power. Finally, we 
will look at ethics in organizations and sexual harassment. 

At one time, power and politics were not considered polite topics for coverage 
in organizational behaviour textbooks. At best, they were seen as irrational and, at 
worst, as evil. Now, though, organizational scholars recognize what managers have 
known all along—that power and politics are natural expressions of life in organi- 
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zations. They often develop as a rational response to a complex set of needs and 
goals, and their expression can be beneficial. However, they can also put a strain on 
ethical standards, as was the case at Enron and WorldCom. 


What Is Power? 


Power is the capacity to influence others who are in a state of dependence. Several 
points about this definition deserve elaboration. First, notice that power is the 
capacity to influence the behaviour of others. Power is not always exercised.” For 
example, most professors hold a great degree of potential power over students in 
terms of grades, assignment load, and the ability to embarrass students in class. 
Under normal circumstances, professors use only a small amount of this power. 

Second, the fact that the target of power is dependent on the powerholder does 
not imply that a poor relationship exists between the two. For instance, your best 
friend has power to influence your behaviour and attitudes because you are depen- 
dent on him or her for friendly reactions and social support. Presumably, you can 
exert reciprocal influence for similar reasons. 

Third, power can flow in any direction in an organization. Often, members at 
higher organizational levels have more power than those at lower levels. However, 
in specific cases, reversals can occur. For example, the janitor who finds the presi- 
dent in a compromising position with a secretary might find himself in a powerful 
position if the president wishes to maintain his reputation in the organization! 

Finally, power is a broad concept that applies to both individuals and groups. 
On the one hand, an individual production manager might exert considerable influ- 
ence over the supervisors who report to her. On the other, the marketing department 
at XYZ Foods might be the most powerful department in the company, able to get 
its way more often than other departments. But from where do the production man- 
ager and the marketing department obtain their power? We explore this issue in the 
following sections. First, we consider individual bases of power. Then we examine 
how organizational subunits, such as the marketing department, obtain power. 


The Bases of Individual Power 


If you wanted to marshal some power to influence others in your organization, 
where would you get it? As psychologists John French and Bertram Raven 
explained, power can be found in the position that you occupy in the organization 
or the resources that you are able to command.’ The first base of power—legitimate 
power—is dependent on one’s position or job. The other bases (reward, coercive, 
referent, and expert power) involve the control of important resources. If other 
organizational members do not respect your position or value the resources that you 
command, they will not be dependent on you, and you will lack the power to influ- 
ence them. 


Legitimate Power 


Legitimate power derives from a person’s position or job in the organization. It con- 
stitutes the organization’s judgment about who is formally permitted to influence 
whom, and it is often called authority. As we move up the organization’s hierarchy, 
we find that members possess more and more legitimate power. In theory, organi- 
zational equals (e.g., all vice-presidents) have equal legitimate power. Of course, 
some people are more likely than others to invoke their legitimate power—‘“Look, 
Pm the boss around here.” 

Organizations differ greatly in the extent to which they emphasize and reinforce 
legitimate power. At one extreme is the military, which has many levels of com- 
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mand, differentiating uniforms, and rituals (e.g., salutes), all designed to emphasize 
legitimate power. On the other hand, the academic hierarchy of universities tends to 
downplay differences in the legitimate power of lecturers, professors, chairpeople, 
and deans. 

When legitimate power works, it often does so because people have been social- 
ized to accept its influence. Experiences with parents, teachers, and law enforcement 
officials cause members to enter organizations with a degree of readiness to submit 
to (and exercise) legitimate power. In fact, studies consistently show that employees 
cite legitimate power as a major reason for following their boss’s directives, even 
across various cultures.4 


Reward Power 


Reward power means that the powerholder can exert influence by providing posi- 
tive outcomes and preventing negative outcomes. In general, it corresponds to the 
concept of positive reinforcement discussed in Chapter 2. Reward power often 
backs up legitimate power. That is, managers are given the chance to recommend 
raises, do performance evaluations, and assign preferred tasks to employees. Of 
course, any organizational member can attempt to exert influence over others with 
praise, compliments, and flattery, which also constitute rewards. 

At Enron, those who bought into Jeff Skilling’s vision for the company were well 
rewarded. Many became rich beyond their wildest dreams. Lavish parties, exclusive 
clubs, and special privileges for managers and their families were available for those 
who went along with the change of direction. Around Houston, the company’s 
home base, Porsches became known as Enron’s company car. 


Coercive Power 


Coercive power is available when the powerholder can exert influence using pun- 
ishment and threat. Like reward power, it is often a support for legitimate power. 
Managers might be permitted to dock pay, assign unfavourable tasks, or block pro- 
motions. Despite a strong civil service system, even U.S. government agencies pro- 
vide their executives with plenty of coercive power. At Enron, while employees who 
followed Jeff Skilling’s cultural shift were rewarded, the consequences for those who 
did not were very unpleasant. Executives who clashed with Skilling were shipped off 
to other departments, sometimes overseas, and all managers faced regular perfor- 
mance reviews that could be particularly brutal. In fact, after every review, the 
bottom 15 percent would be fired immediately. 

Of course, coercive power is not perfectly correlated with legitimate power. 
Lower-level organizational members can also apply their share of coercion. For 
example, consider work-to-rule campaigns that slow productivity by adhering reli- 
giously to organizational procedures. Cohesive work groups are especially skilful at 
enforcing such campaigns. 

In Chapter 2, we pointed out that the use of punishment to control behaviour is 
very problematic because of emotional side effects. Thus, it is not surprising that 
when managers use coercive power, it is generally ineffective and can provoke con- 
siderable employee resistance.’ 


Referent Power 


Referent power exists when the powerholder is well liked by others. It is not sur- 
prising that people we like readily influence us. We are prone to consider their 
points of view, ignore their failures, seek their approval, and use them as role 
models. In fact, it is often highly dissonant to hold a point of view that is discrepant 
from that held by someone we like.® 
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Referent power is especially potent for two reasons. First, it stems from identifi- 
cation with the powerholder. Thus, it represents a truer or deeper base of power 
than reward or coercion, which may stimulate mere compliance to achieve rewards 
or avoid punishment. In this sense, charismatic leaders (Chapter 9) have referent 
power. Second, anyone in the organization may be well liked, irrespective of his or 
her other bases of power. Thus, referent power is available to everyone from the jan- 
itor to the president. 

Friendly interpersonal relations often permit influence to extend across the orga- 
nization, outside the usual channels of legitimate authority, reward, and coercion. 
For example, a production manager who becomes friendly with the design engineer 
through participation in a task force might later use this contact to ask for a favour 
in solving a production problem. 


Expert Power 


A person has expert power when he or she has special information or expertise that 
the organization values. In any circumstance, we tend to be influenced by experts or 
by those who perform their jobs well. However, the more crucial and unusual this 
expertise, the greater is the expert power available. Thus, expert power corresponds 
to difficulty of replacement. Consider the business school that has one highly pub- 
lished professor who is an internationally known scholar and past presidential cab- 
inet member. Such a person would obviously be difficult to replace and should have 
much greater expert power than an unpublished lecturer. 

One of the most fascinating aspects of expert power occurs when lower-level 
organizational members accrue it. Many secretaries have acquired expert power 
through long experience in dealing with clients, keeping records, or sparring with 
the bureaucracy. Frequently, they have been around longer than those they serve. In 
this case, it is not unusual for bosses to create special titles and develop new job clas- 
sifications to reward their expertise and prevent their resignation. FedEx sends a 
quarterly magazine to 350,000 secretaries in recognition of the power they wield to 
select a courier.’ 

Expert power is especially common among lower-level members in scientific and 
technical areas. Consider the solid-state physicist who has just completed her Ph.D. 
dissertation on a topic of particular interest to her new employer. Although new to 
the firm, she might have considerable expert power. Put simply, she knows more 
than her boss, whose scientific knowledge in this area is now outdated. 

Expert power is a valuable asset for managers. Of all the bases of power, exper- 
tise is most consistently associated with employee effectiveness.’ Also, research 
shows that employees perceive women managers as more likely than male managers 
to be high in expert power.? Women often lack easy access to more organizationally 
based forms of power, and expertise is free for self-development. Thus, being 
“better” than their male counterparts is one strategy that women managers have 
used to gain influence. 

Exhibit 12.1 summarizes likely employee responses to various bases of manage- 
rial power. As you can see, coercion is likely to produce resistance and lack of coop- 
eration. Legitimate power and reward power are likely to produce compliance with 
the boss’s wishes. Referent and expert power are most likely to generate true com- 
mitment and enthusiasm for the manager’s agenda. 


How Do People Obtain Power? 


Now that we have discussed the individual bases of power, we can turn to the issue 
of how people get power—that is, how do organizational members obtain promo- 
tions to positions of legitimate power, demonstrate their expertise, and get others to 
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Exhibit 12.1 

Employee responses to bases 
of power. 

Source: Steers, R. M., & Black, J. S. 


(1994). Organizational behavior (5th 
ed). New York: HarperCollins. 
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like them? And how do they acquire the ability to provide others with rewards and 
punishment? Rosabeth Moss Kanter, an organizational sociologist, has provided 
some succinct answers: Do the right things, and cultivate the right people.!° 


Doing the Right Things 


According to Kanter, some activities are “righter” than others for obtaining power. 
She argues that activities lead to power when they are extraordinary, highly visible, 
and especially relevant to the solution of organizational problems. 


Extraordinary Activities. Excellent performance of a routine job might not be 
enough to obtain power. What one needs is excellent performance in unusual or 
nonroutine activities. In the large company that Kanter studied, these activities 
included occupying new positions, managing substantial changes, and taking great 
risks. For example, consider the manager who establishes and directs a new cus- 
tomer service program. This is a risky major change that involves the occupancy of 
a new position. If successful, the manager should acquire substantial power. 


Visible Activities. Extraordinary activities will fail to generate power if no one 
knows about them. People who have an interest in power are especially good at 
identifying visible activities and publicizing them. The successful marketing execu- 
tive whose philosophy is profiled in Fortune will reap the benefits of power. 
Similarly, the innovative surgeon whose techniques are reported in the New England 
Journal of Medicine will enhance her influence in the hospital. 


Relevant Activities. Extraordinary, visible work may fail to generate power if 
no one cares. If nobody sees the work as relevant to the solution of important orga- 
nizational problems, it will not add to one’s influence. The English professor who 
wins two Pulitzer prizes will probably not accrue much power if his small college is 
financially strapped and hurting for students. He would not be seen as contributing 
to the solution of pressing organizational problems. As we shall see shortly, being in 
the right place at the right time is crucial to the acquisition of power. In another col- 
lege, these extraordinary, visible activities might generate considerable influence. 


Cultivating the Right People 


An old saying advises, “It’s not what you know, it’s who you know.” In reference to 
power in organizations, there is probably more than a grain of truth to the latter 
part of this statement. Developing informal relationships with the right people 


Chapter 12 Power, Politics, and Ethics 


(especially when coupled with doing the right things) can prove a useful means of 
acquiring power. Kanter suggests that the right people can include organizational 
subordinates, peers, and superiors. To these, we might add certain crucial outsiders. 


Outsiders. Establishing good relationships with key people outside one’s organi- 
zation can lead to increased power within the organization. Sometimes this power 
is merely a reflection of the status of the outsider, but all the same, it may add to 
one’s internal influence. The assistant director of a hospital who is friendly with the 
president of the American Medical Association might find herself holding power by 
association. Cultivating outsiders may also contribute to more tangible sources of 
power. Organizational members who are on the boards of directors of other com- 
panies might acquire critical information about business conditions that they can 
use in their own firms. Enron cultivated strong political ties in Washington through 
large contributions to political parties. Although they were abandoned by political 
friends once the problems were revealed, many suggest that their contacts allowed 
them to operate with little oversight and to gain many favours over the years. 


Subordinates. At first blush, it might seem unlikely that power can be enhanced 
by cultivating relationships with subordinates. However, as Kanter notes, an indi- 
vidual can gain influence if she is closely identified with certain up-and-coming sub- 
ordinates—“I taught her everything she knows.” In academics, some professors are 
better known for the brilliant Ph.D. students they have supervised than for their 
own published work. Of course, there is also the possibility that an outstanding sub- 
ordinate will one day become one’s boss! Having cultivated the relationship earlier, 
one might then be rewarded with special influence. 

Cultivating subordinate interests can also provide power when a manager can 
demonstrate that he or she is backed by a cohesive team. The research director who 
can oppose a policy change by honestly insisting that “My people won’t stand for 
this” knows that there is strength in numbers. 

At Enron, a team of key subordinates helped Jeff Skilling advance his vision for 
the firm and build his internal empire. As a result, these subordinates were given a 
very long leash and a great deal of power for themselves. In the end, these powerful 
subordinates were allowed to operate with little oversight, which eventually led to 
the ethical lapses. 


Peers. Cultivating good relationships with peers is mainly a means of ensuring 
that nothing gets in the way of one’s future acquisition of power. As one moves up 
through the ranks, favours can be asked of former associates, and fears of being 
“stabbed in the back” for a past misdeed are precluded. Organizations often reward 
good “team players” with promotions on the assumption that they have demon- 
strated good interpersonal skills. On the other side of the coin, people often avoid 
contact with peers whose reputation is seen as questionable. 


Superiors. Liaisons with key superiors probably represent the best way of 
obtaining power through cultivating others. As we discussed in Chapter 8, such 
superiors are often called mentors or sponsors because of the special interest they 
show in a promising subordinate. Mentors can provide power in several ways. 
Obviously, it is useful to be identified as a protégé of someone higher in the organi- 
zation. More concretely, mentors can provide special information and useful intro- 
ductions to other “right people.” 
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Empowerment—Putting Power Where It Is 
Needed 


Early organizational scholars treated power as something of a fixed quantity: An 
organization had so much, the people on the top had a lot, and lower-level 
employees had a little. Our earlier analysis of the more informal sources of power 
(such as being liked and being an expert) hints at the weakness of this idea. Thus, 
contemporary views of power treat it less as a fixed-sum phenomenon. This is best 
seen in the concept of empowerment, which means giving people the authority, 
opportunity, and motivation to take initiative to solve organizational problems.!! 

In practice, having the authority to solve an organizational problem means 
having legitimate power. This might be included in a job description, or a boss might 
delegate it to a subordinate. 

Having opportunity usually means freedom from bureaucratic barriers and 
other system problems that block initiative. In a service encounter, if you have ever 
heard “Sorry, the computer won’t let me do that” or “that’s not my job,” you have 
been the victim of limited opportunity. Opportunity also includes any relevant 
training and information about the impact of one’s actions on other parts of the 
organization. 

The motivation part of the empowerment equation suggests hiring people who 
will be intrinsically motivated by power and opportunity and aligning extrinsic 
rewards with successful performance. Also, leaders who express confidence in sub- 
ordinates’ abilities (especially transformational leaders, Chapter 9) can contribute to 
empowerment. A good example occurred when a nay-saying union shop steward, 
doubting General Electrics commitment to changing its corporate culture, 
explained a recurrent problem with a supplier’s component. His manager, sensing he 
was correct, chartered a plane, and the subordinate left that same night to visit the 
supplier and solve the problem.” It goes without saying that managers have to be 
tolerant of occasional mistakes from empowered employees. 

In Chapter 2, we discussed self-efficacy in the context of social learning theory. 
People who are empowered have a strong sense of self-efficacy, the feeling that they 
are capable of doing their jobs well and “making things happen.” Empowering 
lower-level employees can be critical in service organizations, where providing cus- 
tomers with a good initial encounter or correcting any problems that develop can 
be essential for repeat business. The Nordstrom store chain is one firm that is 
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known for empowering sales personnel to make on-the-spot adjustments or search 
out merchandise at other stores. Customers have even had enthusiastic store per- 
sonnel change flat tires. This dedication to customer service enables Nordstrom to 
spend only a fraction of the industry average on advertising. 

We should emphasize that empowerment does not mean providing employees 
with a maximum amount of unfettered power. Rather, used properly, empowerment 
puts power where it is needed to make the organization effective. This depends on 
organizational strategy and customer expectations. The average Taco Bell customer 
does not expect highly empowered counter personnel who offer to make adjust- 
ments to the posted menu—a friendly, fast, efficient encounter will do. On the other 
hand, the unempowered waiter in a fancy restaurant who is fearful of accommo- 
dating reasonable adjustments and substitutions can really irritate customers. 
Speaking generally, service encounters predicated on high volume and low cost need 
careful engineering. Those predicated on customized personalized service need more 
empowered personnel.!> For a good example of this, see “OB in Practice: 
Empowerment at Delta Hotels and Resorts.” 

You might wonder whether organizational members could have too much 
power. Exhibit 12.2 nicely illustrates the answer. People are empowered, and should 
exhibit effective performance, when they have sufficient power to carry out their 
jobs. Above, we mainly contrasted empowerment with situations in which people 
had inadequate power for effective performance. However, as the exhibit shows, 
excessive power can lead to abuse and ineffective performance. One is reminded of 
the recurrent and inappropriate use of government aircraft by political bigwigs as 
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The senior vice-president of people and quality at 
Delta Hotels has the job of empowering more than 
7,000 employees across North America to make daily 
business decisions without having to turn to their 
managers for approval. 

"It's always been a company where young people 
have been expected and encouraged to make deci- 
sions based on trust, which is a core value,” Bill 
Pallett says. “In the mid-nineties, it was recognized 
that we need to formalize it more in terms of an 
approach as to how we do business.” 

Through the company's “power to please” pro- 
gram, employees at Delta’s 32 properties in Canada 
have the training and authority to settle a disputed 
minibar charge or offer a complimentary room if the 
guest has a reasonable complaint. At Delta, guests 
do not hear, “I have to talk to my manager about 
this” or have to wait for a response. 

Delta, which is headquartered in Toronto and is a 
wholly owned subsidiary of Canadian Pacific Hotels 
Ltd., is on the leading edge of incorporating 
empowerment into corporate culture. 

As a result, Delta’s employee turnover rate has 
dropped, morale has improved, and occupancy rates 
have risen without having to drop prices to be com- 
petitive. 

At Delta, empowerment is also a means to 
delight customers. Employees can take the initiative 


and, for example, offer flu-stricken guests humidi- 
fiers or lemon tea. “The name of the game isn't cus- 
tomer satisfaction, it's customer loyalty. It costs more 
to go out and get new customers than retain your 
current customers,” Mr. Pallett says. 

To support “the power to please” program, Delta 
has produced an award-winning training video. The 
company also stands behind its promise that 
employees receive a certain amount of empower- 
ment training every year; otherwise, workers are 
entitled to one week's additional pay. 

Using the National Quality Institute of Canada’s 
model of excellence to assess each hotel, Delta has 
found that 95 percent of its employees believe they 
are truly empowered to make decisions. And 
employee opinion surveys have a 90 percent satis- 
faction rating. 

Now Delta is talking with other companies in the 
service industries and the medical sectors about its 
empowerment program. Is empowerment some- 
thing companies should consider? “It would be 
costly not to do,” Mr. Pallett says. 


Source: Excerpted from (1999, May 31). Delta promotes empower- 
ment. The Globe and Mail, p. C5. 


Exhibit 12.2 

Relationship between power 
and performance. 

Source: Adapted from Whettan, D. 
A., & Cameron, K. S. (1995). 
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an example. As we will see in the following sections, the fact that people can have 
too much power does not always inhibit them from seeking it anyway! 


Influence Tactics—Putting Power to Work 


As we discussed earlier, power is the potential to influence others. But exactly how 
does power result in influence? Research has shown that various influence tactics 
convert power into actual influence. These are specific behaviours that power 
holders use to affect others.'4 These tactics include the following: 
Assertiveness—ordering, nagging, setting deadlines, and verbal confrontation; 
Ingratiation—using flattery and acting friendly, polite, or humble; 
Rationality—using logic, reason, planning, and compromise; 


Exchange—doing favours or offering to trade favours; 


Upward appeal—making formal or informal appeals to organizational supe- 
riors for intervention; and 


m Coalition formation—seeking united support from other organizational members. 


What determines which influence tactics you might use? For one thing, your 
bases of power.!> Other things being equal, someone with coercive power might 
gravitate toward assertiveness, someone with referent power might gravitate toward 
ingratiation, and someone with expert power might try rationality. Of course, ratio- 
nality or its appearance is a highly prized quality in organizations, and its use is 
viewed positively by others. Thus, surveys show that people report trying to use 
rationality very frequently. 

As you can guess, the use of influence tactics is also dependent on just whom you 
are trying to influence—subordinates, peers, or superiors. Subordinates are more 
likely to be the recipients of assertiveness than peers or superiors. Despite the gen- 
eral popularity of rationality, it is most likely to be directed toward superiors. 
Exchange, ingratiation, and upward appeal are favoured tactics for influencing both 
peers and subordinates. 16 

Which influence tactics are most effective? Some of the most interesting research 
has concerned upward influence attempts directed toward superiors. It shows that, 
at least for men, using rationality as an influence tactic was associated with 
receiving better performance evaluations, earning more money, and experiencing 
less work stress. A particularly ineffective influence style is a “shotgun” style that is 
high on all tactics with particular emphasis on assertiveness and exchange. In this 
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series of studies, women who used ingratiation as an influence tactic received the 
highest performance evaluations (from male managers).!7 


Who Wants Power? 


Who wants power? At first glance, the answer would seem to be everybody. After 
all, it is both convenient and rewarding to be able to exert influence over others. 
Power whisks celebrities to the front of movie lines, gets rock stars the best restau- 
rant tables, and enables executives to shape organizations in their own image. 
Actually, there are considerable individual differences in the extent to which indi- 
viduals pursue and enjoy power. On television talk shows, we occasionally see 
celebrities recount considerable embarrassment over the unwarranted power that 
public recognition brings. 

Earlier we indicated that some people consider power a manifestation of evil. 
This is due, in no small part, to the historic image of power seekers that some psy- 
chologists and political scientists have portrayed. Several aspects of this image are 
strikingly similar: 


Power seekers are neurotics who are covering up feelings of inferiority. 


Power seekers are striving to compensate for childhood deprivation. 
Power seekers are substituting power for lack of affection.!8 


There can be little doubt that these characteristics do apply to some power 
seekers. Underlying this negative image of power seeking is the idea that some 
power seekers feel weak and resort primarily to coercive power to cover up, com- 
pensate for, or substitute for this weakness. Power is sought for its own sake and is 
used irresponsibly to hurt others. Adolf Hitler comes to mind as an extreme 
example. 

But can one use power responsibly to influence others? Psychologist David 
McClelland says yes. In Chapter 5, we discussed McClelland’s research on need for 
power (n Pow). You will recall that n Pow is the need to have strong influence over 
others. This need is a reliable personality characteristic—some people have more n 
Pow than others.!? Also, just as many women have high n Pow as men.?° People 
who are high in n Pow in its “pure” form conform to the negative stereotype 
depicted above—they are rude, sexually exploitative, abuse alcohol, and show a 
great concern with status symbols. However, when n Pow is responsible and con- 
trolled, these negative properties are not observed. Specifically, McClelland argues 
that the most effective managers 


have high n Pow; 
use their power to achieve organizational goals; 
adopt a participative or “coaching” leadership style; and 


are relatively unconcerned with how much others like them. 


McClelland calls such managers institutional managers because they use their 
power for the good of the institution rather than for self-aggrandizement. They 
refrain from coercive leadership but do not play favourites, since they are not wor- 
ried about being well liked. His research reveals that institutional managers are 
more effective than personal power managers, who use their power for personal 
gain, and affiliative managers, who are more concerned with being liked than with 
exercising power. Exhibit 12.3 shows that institutional managers are generally supe- 
rior in giving subordinates a sense of responsibility, clarifying organizational prior- 
ities, and instilling team spirit.2! We can conclude that the need for power can be a 
useful asset, as long as it is not a neurotic expression of perceived weakness. 
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Exhibit 12.3 

Responses of subordinates of 
managers with different 
motive profiles. 


Source: Reprinted by permission of 
the Harvard Business Review. An 
exhibit from “Power Is the Great 
Motivator” by David C. McClelland 
and David H. Burnham (March/April 
1976). Copyright © 1976 by the 
President and Fellows of Harvard 
College; all rights reserved. 
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Finally, what happens when people want power but cannot get it because they 
are locked in a low-level job or faced with excessive rules and regulations? People 
react to such powerlessness by trying to gain control, but if they cannot succeed, 
they feel helpless and become alienated from their work.?? This is something that 
empowerment is designed to prevent. 


Controlling Strategic Contingencies—How 
Subunits Obtain Power 


Thus far, we have been concerned with the bases of individual power and how indi- 
vidual organizational members obtain influence. In this section, we shift our con- 
cern to subunit power. Most straightforwardly, the term subunit applies to 
organizational departments. In some cases, subunits could also refer to particular 
jobs, such as those held by software engineers or environmental lawyers. 

How do organizational subunits acquire power—that is, how do they achieve 
influence that enables them to grow in size, get a bigger share of the budget, obtain 
better facilities, and have greater impact on decisions? In short, they control 
strategic contingencies, which are critical factors affecting organizational effective- 
ness. This means that the work other subunits perform is contingent on the activi- 
ties and performance of a key subunit. Again, we see the critical role of dependence 
in power relationships. If some subunits are dependent on others for smooth oper- 
ations (or their very existence), they are susceptible to influence. We turn now to the 
conditions under which subunits can control strategic contingencies. 


Scarcity 


Differences in subunit power are likely to be magnified when resources become 
scarce.?> When there is plenty of budget money or office space or support staff for 
all subunits, they will seldom waste their energies jockeying for power. If cutbacks 
occur, however, differences in power will become apparent. For example, well- 
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funded quality-of-worklife programs or organizational development efforts might 
disappear when economic setbacks occur because the subunits that control them are 
not essential to the firm’s existence. 

Subunits tend to acquire power when they are able to secure scarce resources 
that are important to the organization as a whole. One study of a large state uni- 
versity found that the power of academic departments was associated with their 
ability to obtain funds through consulting contracts and research grants. This mas- 
tery over economic resources was more crucial to their power than was the number 
of undergraduates taught by the department.?4 


Uncertainty 


Organizations detest the unknown. Unanticipated events wreak havoc with finan- 
cial commitments, long-range plans, and tomorrow’s operations. The basic sources 
of uncertainty exist mainly in the organization’s environment—government policies 
might change, sources of supply and demand might dry up, or the economy might 
take an unanticipated turn. It stands to reason that the subunits that are most 
capable of coping with uncertainty will tend to acquire power.’ In a sense, these 
subunits are able to protect the others from serious problems. By the same token, 
uncertainty promotes confusion, which permits changes in power priorities as the 
organizational environment changes. Those functions that can provide the organi- 
zation with greater control over what it finds problematic and can create more cer- 
tainty will acquire more power.7° 

Changes in the sources of uncertainty frequently lead to shifts in subunit power. 
Thus, centralized mainframe-oriented IT departments lost power with the advent 
PC-based distributed computing, and HR departments gained power when govern- 
ment legislation regarding employment opportunity was first passed. Units dealing 
with business ethics or environmental concerns gain or lose power in response to the 
latest scandal or the newest piece of legislation involving clean air or water. 


Centrality 


Other things being equal, subunits whose activities are most central to the work 
flow of the organization should acquire more power than those whose activities are 
more peripheral.?” A subunit’s activities can be central in at least three senses. First, 
they may influence the work of most other subunits. The finance or accounting 
department is a good example here—its authority to approve expenses and make 
payments affects every other department in the firm. 

Centrality also exists when a subunit has an especially crucial impact on the 
quantity or quality of the organization’s key product or service. This is one reason 
for the former low power of human resource departments—their activities were 
then seen as fairly remote from the primary goals of the organization. 

Finally, a subunit’s activities are more central when their impact is more imme- 
diate. As an example, consider a large city government that includes a fire depart- 
ment, a police department, and a public works department. The impact of a lapse 
in fire or police services will be felt more immediately than a lapse in street repairs. 
This gives the former departments more potential for power acquisition. 


Substitutability 


A subunit will have relatively little power if others inside or outside the organiza- 
tion can perform its activities. If the subunit’s staff is nonsubstitutable, however, it 
can acquire substantial power.?° One crucial factor here is the labour market for the 
specialty performed by the subunit. A change in the labour market can result in a 
change in the subunit’s influence. For example, the market for scientists and engi- 
neers is notoriously cyclical. When jobs are plentiful, these professionals command 
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high salaries and high influence in organizations. When jobs are scarce, this power 
wanes. In the 1990s there was a shortage of engineers and scientists, with a conse- 
quent increase in their bargaining power. Precisely in line with the strategic contin- 
gencies idea, this shortage provided real opportunities for properly trained women 
and members of minorities to move into positions of power from which they were 
excluded when there were plenty of white male engineers and scientists to go 
around.?? 

If the labour market is constant, subunits whose staffs are highly trained in tech- 
nical areas tend to be less substitutable than those which involve minimal technical 
expertise. For example, in a telecommunications company, managers can fill in for 
striking telephone operators but not for highly trained IT personnel. 

Finally, if work can be contracted out, the power of the subunit that usually per- 
forms these activities is reduced. Typical examples include temporary office help, 
off-premises data entry, and contracted maintenance, laboratory, and security ser- 
vices. The subunits that control these activities often lack power because the threat 
of “going outside” can counter their influence attempts. 

For an example of changing power priorities, see “Research Focus: Technology- 
Mediated Learning Shifts Subunit Power.” 


Organizational Politics—Using and Abusing 
Power 


In previous pages, we have avoided using the terms politics or political in describing 
the acquisition and use of power. This is because not all uses of power constitute 
politics. 


Researchers Maryam Alavi and Brent Gallupe studied 
the use of technology-mediated learning (TML) in 
business and management education programs at 
Duke University, Ohio University, Wake Forest 
University, UCLA, and the University of Phoenix 
Online Campus. The various programs either use dis- 
tance learning or offer intensive “laptop environ- 
ments.” In their words, here is how TML changes the 
balance of power: 


TML initiatives lead to change. Most institutions 
did not anticipate the degree of change involved. 
On the administrative side, TML projects change 
administrative responsibilities and power rela- 
tionships. For example, the technology support 
group that might have little power before the 
TML initiative now may have substantial influ- 
ence not only in the way the technology infra- 
structure is set up and maintained, but also in the 
delivery of programs and courses. Meanwhile, on 
the teaching side, the TML initiative may dramat- 
ically change the role of the instructor from the 
primary source of knowledge to a facilitator for 


student knowledge acquisition. This can be chal- 
lenging to students and teachers alike. It must be 
recognized that this is a major cultural change for 
teachers who have themselves been taught using 
a particular method, only to find that this 
method no longer applies. Some will be able to 
adapt and some may experience great difficul- 
ties. On the students’ side, TML initiatives give 
students much more power. Using the technology 
and services available to them, they now can 
access knowledge more quickly and easily than 
ever before. No longer do they rely solely on 
instructors as the “knowledge providers.” They 
can bring to class, or to the course Web site, infor- 
mation that the instructor and other students 
have never seen before. 


Source: Excerpted from Alavi, M., & Gallupe, R.B. (2003, June). 
Using information technology in learning: Case studies in business 
and management education programs. Academy of Management 
Learning and Education, 139-153, p. 152. 
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The Basics of Organizational Politics 


Organizational politics is the pursuit of self-interest within an organization, whether 
or not this self-interest corresponds to organizational goals.3? Frequently, politics 
involves using means of influence that the organization does not sanction and/or 
pursuing ends or goals that are not sanctioned by the organization.>! 

We should make several preliminary points about organizational politics. First, 
political activity is self-conscious and intentional. This separates politics from igno- 
rance or lack of experience with approved means and ends. Second, implicit in all 
but the mildest examples of politics is the idea of resistance, the idea that political 
influence would be countered if detected by those with different agendas. Third, we 
can conceive of politics as either individual activity or subunit activity. Either a 
person or a whole department could act politically. Finally, it is possible for polit- 
ical activity to have beneficial outcomes for the organization, even though these out- 
comes are achieved by questionable tactics. 

We can explore organizational politics using the means/ends matrix in Exhibit 
12.4. It is the association between influence means and influence ends that deter- 
mines whether activities are political and whether these activities benefit the orga- 
nization. 


m I. Sanctioned means/sanctioned ends. Here, power is used routinely to pursue 
agreed-on goals. Familiar, accepted means of influence are employed to achieve 
sanctioned outcomes. For example, a manager agrees to recommend a raise for 
a subordinate if she increases her net sales by 30 percent in the next six 
months. There is nothing political about this. 


m II. Sanctioned means/nonsanctioned ends. In this case, acceptable means of 
influence are abused to pursue goals that the organization does not approve. 
For instance, a head nurse agrees to assign a subordinate nurse to a more 
favourable job if the nurse agrees not to report the superior for stealing medical 
supplies. While job assignment is often a sanctioned means of influence, cov- 
ering up theft is not a sanctioned end. This is dysfunctional political behaviour. 


m III. Nonsanctioned means/sanctioned ends. Here, ends that are useful for the 
organization are pursued through questionable means. For example, although 
officials of the Salt Lake City Olympic Committee were pursuing a sanctioned 
end—the 2002 Winter Olympics—the use of bribery and vote-buying as a 
means of influence was not sanctioned by the Committee. 


m IV. Nonsanctioned means/nonsanctioned ends. This quadrant may exemplify 
the most flagrant abuse of power, since disapproved tactics are used to pursue 
disapproved outcomes. For example, to increase his personal power, the head 
of an already overstaffed legal department wishes to increase its size. He 
intends to hire several of his friends in the process. To do this, he falsifies 
workload documents and promises special service to the accounting depart- 
ment in exchange for the support of its manager. 
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Organizational politics. The 
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Exhibit 12.4 
The dimensions of 
organizational politics. 


Source: From Mayes, B. T., & Allen, R. 
T. (1977, October). Conceptual 
notes—Toward a definition of orga- 
nizational politics, The Academy of 
Management Review, 2(4), 675. 
Reprinted by permission. 
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We have all seen cases in which politics have been played out publicly in order 
to “teach someone a lesson.” More frequently, though, politicians conceal their 
activities with a “cover story” or “smoke screen” to make them appear legitimate.*? 
Such a tactic will increase the odds of success and avoid punishment from superiors. 
A common strategy is to cover nonsanctioned means and ends with a cloak of ratio- 
nality. 

Do political activities occur under particular conditions or in particular locations 
in organizations? Research suggests the following: 


m Managers report that most political manoeuvring occurs among middle and 
upper management levels rather than at lower levels. 


= Some subunits are more prone to politicking than others. Clear goals and rou- 
tine tasks (e.g., production) might provoke less political activity than vague 
goals and complex tasks (e.g., research and development). 


= Some issues are more likely than others to stimulate political activity. Budget 
allocation, reorganization, and personnel changes are likely to be the subjects 
of politicking. Setting performance standards and purchasing equipment are 
not. 

m In general, scarce resources, uncertainty, and important issues provoke political 
behaviour.*? In turn, highly political climates result in lowered job satisfaction, 
lowered feelings of organizational support, and increased turnover 
intentions.>4 


At Enron, the upper management echelons were steeped in organizational poli- 
tics. Jeff Skilling’s strongest rival at the firm was Rebecca Mark, another hotshot 
brought in by Ken Lay who became known as one of America’s most powerful 
women in business. Skilling used political tactics to outmaneuver and undercut 
Mark at every turn. In the end, he received the ultimate reward when he was named 
as Lay’s replacement. 


Machiavellianism—The Harder Side of Politics 
Have you ever known people who had the following characteristics? 


Act very much in their own self-interest, even at the expense of others. 
Cool and calculating, especially when others get emotional. 


High self-esteem and self-confidence. 


Form alliances with powerful people to achieve their goals. 


These are some of the characteristics of individuals who are high on a person- 
ality dimension known as Machiavellianism. Machiavellianism is a set of cynical 
beliefs about human nature, morality, and the permissibility of using various tactics 
to achieve one’s ends. The term derives from the 16th century writings of the Italian 
civil servant Niccolo Machiavelli, who was concerned with how people achieve 
social influence and the ability to manipulate others. Machiavellianism is a stable 
personality trait (Chapter 2). 

Compared with “low Machs,” “high Machs” are more likely to advocate the use 
of lying and deceit to achieve desired goals and to argue that morality can be com- 
promised to fit the situation in question. In addition, high Machs assume that many 
people are excessively gullible and do not know what is best for themselves. Thus, 
in interpersonal situations, the high Mach acts in an exceedingly practical manner, 
assuming that the ends justify the means. Not surprisingly, high Machs tend to be 
convincing liars and good at “psyching out” competitors by creating diversions. 
Furthermore, they are quite willing to form coalitions with others to outmanoeuvre 
or defeat people who get in their way.*> In summary, high Machs are likely to be 
enthusiastic organizational politicians. 
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This discussion of the Machiavellian personality trait probably raises two ques- 
tions on your part. First, you might wonder, do high Machs feel guilty about the 
social tactics that they utilize? The answer would appear to be no. Since they are 
cool and calculating, rather than emotional, high Machs seem to be able to insulate 
themselves from the negative social consequences of their tactics. Second, you might 
wonder how successful high Machs are at manipulating others and why others 
would tolerate such manipulation. After all, the characteristics we detail above are 
hardly likely to win a popularity contest, and you might assume that targets of a 
high Mach’s tactics would vigorously resist manipulation by such a person. Again, 
the high Mach’s rationality seems to provide an answer to this question. Put simply, 
it appears that high Machs are able to accurately identify situations in which their 
favoured tactics will work. Such situations have the following characteristics: 


The high Mach can deal face-to-face with those he or she is trying to influence. 
The interaction occurs under fairly emotional circumstances. 


The situation is fairly unstructured, with few guidelines for appropriate forms 
of interaction.*° 


In combination, these characteristics reveal a situation in which the high Mach 
can use his or her tactics because emotion distracts others. High Machs, by 
remaining calm and rational, can create a social structure that facilitates their per- 
sonal goals at the expense of others. Thus, high Machs are especially skilled at get- 
ting their way when power vacuums or novel situations confront a group, 
department, or organization. For example, imagine a small family business whose 
president dies suddenly without any plans for succession. In this power vacuum, a 
high Mach vice-president would have an excellent chance of manipulating the 
choice of a new president. The situation is novel, emotion provoking, and unstruc- 
tured, since no guidelines for succession exist. In addition, the decision-making body 
would be small enough for face-to-face influence and coalition formation. 


Networking—The Softer Side of Politics 


Only a small proportion of the population has the personality profile characteristic 
of the hardball Machiavellian politician. Despite this, political influence is often nec- 
essary to enable organizational members to achieve their goals, especially if these 
goals involve change or innovation. Thus, a more common and more subtle form of 
political behaviour involves networking. Networking can be defined as establishing 
good relations with key organizational members and/or outsiders in order to accom- 
plish one’s goals. If these goals are beneficial to the organization, we can describe 
networking as functional political behaviour. In essence, networking involves devel- 
oping informal social contacts to enlist the cooperation of others when their support 
is necessary. Upper-level managers often establish very large political networks both 
inside and outside the organization (Exhibit 12.5). Lower-level organizational mem- 
bers might have a more restricted network, but the principle remains the same. 

Some networking is a function of one’s location in the organization’s workflow 
and formal communication channels.*” A key location provides the opportunity to 
interact with and establish influence over others. However, individuals can also 
pursue networking more aggressively. One study of general managers found that 
they used face-to-face encounters and informal small talk to bolster their political 
networks. They also did favours for others and stressed the obligations of others to 
them. Personnel were hired, fired, and transferred to bolster a workable network, 
and the managers forged connections among network members to create a climate 
conducive to goal accomplishment.3* 

High-powered executives are not the only people who are concerned about net- 
working. Many telecommuters (Chapter 6) who work at home worry about being 
“cut out of the loop” of office influence because they are not physically present for 


Networking. Establishing good 
relations with key organizational 
members and/or outsiders in 

order to accomplish one's goals. 
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Exhibit 12.5 
A typical general manager's 
network. 


Reprinted with permission of The 
Free Press, a Division of Simon & 
Schuster Adult Publishing Group, 
from The General Managers, by John 
P. Kotter. Copryight © 1982 by The 
Free Press. All rights reserved. 
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informal office interaction. In turn, they fret that this will damage their promotion 
opportunities. Successful telecommuters report that they go to extra trouble to keep 
their bosses and co-workers informed about what they are doing at home, keeping 
their names visible in the communication network. At one prominent telecommuni- 
cations firm, they showed their bosses videotapes of their home offices.>? 


Defensiveness—Reactive Politics 


So far, our discussion of politics has focused mainly on the proactive pursuit of self- 
interest. Another form of political behaviour, however, is more reactive, in that it 
concerns the defence or protection of self-interest. The goal here is to reduce threats 
to one’s own power by avoiding actions that do not suit one’s own political agenda 
or avoiding blame for events that might threaten one’s political capital. Blake 
Ashforth and Ray Lee describe some tactics for doing both.*° 
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Astute organizational politicians are aware that sometimes the best action to 


take is no action at all. A number of defensive behaviours can accomplish this mis- 
sion: 


Stalling. Moving slowly when someone asks for your cooperation is the most 
obvious way of avoiding taking action without actually saying no. With time, 
the demand for cooperation may disappear. The civil service bureaucracy is 
infamous for stalling on demands from acting governments. 


Overconforming. Sticking to the strict letter of your job description or to orga- 
nizational regulations is a common way to avoid action. Of, course, the over- 
conformer may be happy to circumvent his job description or organizational 
regulations when it suits his political agenda. 


Buck passing. Having someone else take action is an effective way to avoid 
doing it yourself. Buck passing is especially dysfunctional politics when the 
politician is best equipped to do the job but worries that it might not turn out 
successfully (“Let’s let the design department get stuck with this turkey.”). 


Another set of defensive behaviours is oriented around the motto “If you can’t 


avoid action, avoid blame for its consequences.” These behaviours include: 


Buffing. Buffing is the tactic of carefully documenting information showing 
that an appropriate course of action was followed. Getting “sign offs,” autho- 
rizations, and so on are examples. Buffing can be sensible behaviour, but it 
takes on political overtones when doing the documenting becomes more 
important than making a good decision. It is clearly dysfunctional politics if it 
takes the form of fabricating documentation. 


Scapegoating. Blaming others when things go wrong is classic political behav- 
iour. Scapegoating works best when you have some power behind you. One 
study found that when organizations performed poorly, more-powerful CEOs 
stayed in office and the scapegoated managers below them were replaced. Less 
powerful CEOs were dismissed.*! 


The point of discussing these defensive political tactics is not to teach you how 


to do them. Rather, it is to ensure that you recognize them as political behaviour. 
Many of the tactics are quite mundane. However, viewing them in context again 
illustrates the sometimes subtle ways that individuals pursue political self-interest in 
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organizations. Politics, like power, is natural in all organizations. Whether or not 
politics is functional for the organization depends on the ends that are pursued and 
the influence means that are used. 


Ethics in Organizations 


In 2002, the investment firm Salomon Smith Barney (now known as Smith Barney) 
was fined $5 million for misleading investors with biased stock research advice. At 
the core of the transgression was high flying stock analyst Jack Grubman, whose 
enthusiastic “buy” recommendations for WorldCom and Winstar (both soon to be 
bankrupt) reflected the conflict of interest often observed in investment banks.‘ 
Such banks, which can earn hefty fees from such business, are reluctant to have their 
analysts issue negative reports about the prospects for their clients’ stock. What are 
the ethics of this? 

For our purposes, ethics can be defined as systematic thinking about the moral 
consequences of decisions. Moral consequences can be framed in terms of the poten- 
tial for harm to any stakeholders in the decision. Stakeholders are simply people 
inside or outside the organization who have a potential to be affected by the deci- 
sion. This could range from the decision makers themselves to “innocent 
bystanders.”43 Ethics is a major branch of philosophy, and we will not attempt to 
describe the various schools of ethical thought. Instead, we will focus on the kinds 
of ethical issues that organizational decision makers face and some of the factors 
that stimulate unethical decisions. 

Over the years, researchers have conducted a number of surveys to determine 
managers’ views about the ethics of decision making in business.44 Some striking 
similarities across studies provide an interesting picture of the popular psychology 
of business ethics. First, far from being shy about the subject, a large majority agree 
that unethical practices occur in business. Furthermore, a substantial proportion 
(between 40 and 90 percent, according to the particular study) report that they have 
been pressured to compromise their own ethical standards when making organiza- 
tional decisions. Finally, in line with the concept of self-serving attributions, man- 
agers invariably tend to see themselves as having higher ethical standards than their 
peers and sometimes their superiors.*° The unpleasant picture emerging here is one 
in which unethical behaviour tempts managers who sometimes succumb but feel 
that they still do better than others on moral grounds. 

In case you think that students are purer than organizational decision makers, 
think again. Research is fairly consistent in showing that business students have 
looser ethical standards than practising managers, at least when responding to 
written descriptions of ethical issues.46 Among business students, undergraduates 
have been found to be more ethical than M.B.A. students.*” In addition, women 
have been found to have higher ethical standards than men when evaluating ethical 
business practices, especially among student samples.** 


The Nature of Ethical Dilemmas 


What are the kinds of ethical dilemmas that most frequently face organizational 
decision makers? Exhibit 12.6 shows the results of a Conference Board survey of 
300 companies around the world. As you can see, conflicts of interest, questionable 
gift giving, and sexual harassment top the list of ethical concerns (while executive 
salaries are seen to present fewer problems!). Especially noteworthy is the fact that 
77 percent of firms report problems in dealing with foreign business practices that 
are contrary to their own ethical norms. 

Ethical dilemmas can confront employees at any time, and many rank-and-file 
employees are recognizing that workplace fraud is a serious and difficult issue to 
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Exhibit 12.6 
A survey of ethical issues. 


Source: From Corporate ethics, a 
Conference Board research report 
(New York: The Conference Board). 
Reprinted by permission. 


deal with, as highlighted in “Ethical Focus: Canadian Employees and Workplace 
Fraud.” 

Ethical issues are often occupationally specific. As an example, let us consider 
the ethical dilemmas that the various subspecialties of marketing face.4? Among 
market researchers, telling research participants the true sponsor of the research has 
been an ongoing topic of debate. Among purchasing managers, where to draw the 
line in accepting favours (e.g., sports tickets) from vendors poses ethical problems. 
Among product managers, issues of planned obsolescence, unnecessary packaging, 
and differential pricing (e.g., charging more in the inner city) raise ethical concerns. 
When it comes to salespeople, how far to go in enticing customers and how to be 
fair in expense account use have been prominent ethical themes. Finally, in adver- 
tising, the range of ethical issues can (and does) fill books. Consider, for example, 
the decision to use sexual allure to sell a product. 

In contrast to these occupationally specific ethical dilemmas, what are the 
common themes that run through ethical issues that managers face? An in-depth 
interview study of an occupationally diverse group of managers discovered seven 
themes that defined their moral standards for decision making.’ Here are those 
themes and some typical examples of associated ethical behaviour: 


= Honest communication. Evaluate subordinates candidly; advertise and label 
honestly; do not slant proposals to senior management. 


m Fair treatment. Pay equitably; respect the sealed bid process; do not give pref- 
erence to suppliers with political connections; do not use lower-level people as 
scapegoats. 
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Canadian Employees and Workplace Fraud 


Omitted Due to 


Copyright Restrictions 


m Special consideration. The “fair treatment” standard can be modified for spe- 
cial cases, such as helping out a long-time employee, giving preference to hiring 
the disabled, or giving business to a loyal but troubled supplier. 

m Fair competition. Avoid bribes and kickbacks to obtain business; do not fix 
prices with competitors. 

= Responsibility to organization. Act for the good of the organization as a 
whole, not for self-interest; avoid waste and inefficiency. 

= Corporate social responsibility. Do not pollute; think about the community 
impact of plant closures; show concern for employee health and safety. 

= Respect for law. Legally avoid taxes, do not evade them; do not bribe govern- 
ment inspectors; follow the letter and spirit of labour laws. 


Causes of Unethical Behaviour 


What are the causes of unethical behaviour? The answer to this question is impor- 
tant so that you can anticipate the circumstances that warrant special vigilance. 
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Knowing the causes of unethical behaviour can aid in its prevention. Because the 
topic is sensitive, you should appreciate that this is not the easiest area to research. 
The major evidence comes from surveys of executive opinion, case studies of promi- 
nent ethical failures, business game simulations, and responses to written scenarios 
involving ethical dilemmas. 


Gain. Although the point might seem mundane, it is critical to recognize the role 
of temptation in unethical activity. The anticipation of healthy reinforcement for fol- 
lowing an unethical course of action, especially if no punishment is expected, should 
promote unethical decisions.*! Consider Dennis Levine, the Drexel Burnham 
Lambert investment banker who was convicted of insider trading in one of Wall 
Street’s biggest scandals. 


It was just so easy. In seven years I built $39,750 into $11.5 million, and all it 
took was a 20-second phone call to my offshore bank a couple of times a 
month—maybe 200 calls total. My account was growing at 125% a year, com- 
pounded. Believe me, I felt a rush when I would check the price of one of my 
stocks on the office Quotron and learn Pd just made several hundred thousand 
dollars. I was confident that the elaborate veils of secrecy I had created—plus 
overseas bank-privacy laws—would protect me.°* 


Role Conflict. Many ethical dilemmas that occur in organizations are actually 
forms of role conflict (Chapter 7) that get resolved in an unethical way. For 
example, consider the ethical theme of corporate social responsibility we listed 
above. Here, an executive’s role as custodian of the environment (do not pollute) 
might be at odds with his or her role as a community employer (do not close the 
plant that pollutes). 

A very common form of role conflict that provokes unethical behaviour occurs 
when our “bureaucratic” role as an organizational employee is at odds with our role 
as the member of a profession.’ For example, engineers who in their professional 
role opposed the fatal launch of the space shuttle Challenger due to cold weather 
were pressured to put on their bureaucratic “manager’s hats” and agree to the 
launch. Both the insurance and brokerage businesses have been rocked by similar 
ethics problems. Agents and brokers report being pressured as employees to push 
products that are not in the best interests of their clients. Frequently, reward systems 
(i.e., the commission structure) heighten the conflict, which then becomes a conflict 
of interest between self and client. 


Competition. Stiff competition for scarce resources can stimulate unethical 
behaviour. This has been observed in both business game simulations and industry 
studies of illegal acts, in which trade offences, such as price fixing and monopoly 
violations, have been shown to increase with industry decline.°4 For example, 
observers cite a crowded and mature market as one factor prompting price fixing 
violations in the folding-carton packaging industry.°> We should note one exception 
to the “competition stresses ethics” thesis. In cases in which essentially no competi- 
tion exists, there is also a strong temptation to make unethical decisions. This is 
because the opportunity to make large gains is not offset by market checks and bal- 
ances. Prominent examples have occurred in the defence industry, in which 
monopoly contracts to produce military hardware have been accompanied by some 
remarkable examples of overcharging taxpayers. 


Personality. Are there certain types of personalities that are prone to unethical 
decisions? Perhaps. After all, not everyone at Enron and WorldCom stood idly by 
while fraud unfolded around them. At Enron, Sherron Watkins, a vice-president 
with a Master’s degree in accounting, courageously spoke out against the fraudulent 
accounting practices and notified Ken Lay. Ms. Watkins’ testimony at the hearings 
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into the scandal also provided crucial information as to the breadth and depth of 
the problems at Enron. At WorldCom, Cynthia Cooper, an internal auditor, discov- 
ered the fraudulent bookkeeping entries. Cooper discussed her findings with the 
company’s controller and with Scott Sullivan, but was told not to worry about it 
and to stop her review. Instead, she immediately went over her boss’s head and 
called the board chair’s audit committee. Two weeks later, WorldCom disclosed its 
misstatements. In the end, both women were singled out for their courage to speak 
up under conditions of intense pressure to remain silent. For their actions, Sherron 
Watkins and Cynthia Cooper, along with whistleblower Coleen Rowley of the FBI, 
were named Time’s Persons of the Year for 2002.36 

How can we explain why some members acted unethically while others resisted 
temptation? Business game simulations have shown that people with strong eco- 
nomic values (Chapter 4) are more likely to behave unethically than those with 
weaker economic values.” Also, there are marked individual differences in the 
degree of sophistication that people use in thinking about moral issues.’8 Other 
things being equal, it is sensible to expect that people who are more self-conscious 
about moral matters will be more likely to avoid unethical decisions. Finally, people 
with a high need for personal power (especially Machiavellians) might be prone to 
make unethical decisions, using this power to further self-interest rather than for the 
good of the organization as a whole. 

Remember that we have a tendency to exaggerate the role of dispositional fac- 
tors, such as personality, in explaining the behaviour of others (Chapter 3). Thus, 
when we see unethical behaviour, we should look at situational factors, such as 
competition and the organization’s culture, as well as the personality of the actor. 


Organizational and Industry Culture. Bart Victor and John Cullen found that 
there were considerable differences in ethical values across the organizations they 
studied.°? These differences involved factors such as consideration for employees, 
respect for the law, and respect for organizational rules. In addition, there were dif- 
ferences across groups within these organizations. This suggests that aspects of an 
organization’s culture (and its subcultures) can influence ethics. This corresponds to 
the repeated finding in executive surveys that peer and superior conduct are viewed 
as strongly influencing ethical behaviour, for good or for bad. The presence of role 
models helps to shape the culture (Chapter 8). If these models are actually rewarded 
for unethical behaviour, rather than punished, the development of an unethical cul- 
ture is likely. In fact, firms convicted of illegal acts often tend to be repeat 
offenders. °° 

The role of culture is also seen in the tendency for firms in certain industries to 
be convicted of illegal acts, although competition may also play a part. The food, 
lumber, oil refining, and automobile industries are more prone than others to such 
problems.°! 

It has become clear that the illegal activities at Enron, WorldCom, and Andersen 
cannot be simply attributed to a few bad apples. Report after report has underlined 
the cultures of greed at these firms, which encouraged cutthroat politics, intimida- 
tion, and an almost exclusive focus on positive financial results. As managers at 
these firms were excessively rewarded for such behaviours over the years, is it any 
wonder that things spun out of control? 

Observers of the folding-carton price-fixing scandal we mentioned above noted 
how top managers frequently seemed out of touch with the difficulty of selling 
boxes in a mature, crowded market. They put in place goal setting and reward sys- 
tems (e.g., commission forming 60 percent of income) that almost guaranteed 
unethical decisions, systems that are much more appropriate for products on a 
growth cycle.® In fact, research shows that upper-level managers generally tend to 
be naive about the extent of ethical lapses in those below them. This can easily con- 
tribute to a success-at-any-cost culture.®? 
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Finally, a consideration of culture suggests the conditions under which corporate 
codes of ethics might actually have an impact on decision making. If such codes are 
specific, tied to the actual business being done, and correspond to the reward 
system, they should bolster an ethical climate. If vague codes that do not correspond 
to other cultural elements exist, the negative symbolism might actually damage the 
ethical climate. 


Is Playing Politics Ethical? 


Is political activity ethical? It is particularly important to be clear about who the rel- 
evant stakeholders are when we decide to act politically. Because politics by defini- 
tion involves self-interest, it is easy to gloss over others’ legitimate interests when 
playing the game. 

Perhaps the most easily identified stakeholders are political opponents, if they 
exist for the particular political episode in question. For instance, we discussed 
above several examples of individuals or groups contending for resources or control. 
Political opponents may invoke very different ethical criteria to justify their actions, 
and these criteria might be difficult to reconcile. 

The larger organization’s role as a stakeholder in political activity can itself be 
ethically complicated. One study found that managers who established a strong 
political network were most likely to obtain frequent promotions. However, in 
terms of setting performance standards and developing employee satisfaction and 
commitment, less political managers performed better, using their communication 
and human resource management skills. In the researchers’ words, the political 
managers were more “successful” but less “effective.”°+ However, it would be dif- 
ficult to question the ethics of the political managers for shortchanging the organi- 
zation when they were tangibly rewarded for acting politically! 

This example raises a third category of stakeholders whose interests we might 
consider in the political arena—employees or co-workers who are affected by polit- 
ical activity. A common instance involves making unreasonable demands on 
employees, as is the case with our next topic, sexual harassment. 

Before continuing, consider the You Be the Manager feature. 


Sexual Harassment—When Power and Ethics Collide 


As indicated in Exhibit 12.6, sexual harassment is near the top of the list of ethical 
concerns. In recent years, a number of high-profile sexual harassment cases have 
made news headlines and brought increased attention to this problem. For example, 
a cover story in Maclean’s reported that sexual harassment and assault in the 
Canadian Forces is common.® In addition to the numerous cases of sexual harass- 
ment reported in the American and Canadian military, many organizations 
including Mitsubishi, Astra, Sears, and Del Laboratories have found themselves in 
costly litigation cases.°° The failure of these organizations to effectively respond to 
charges of sexual harassment has cost them millions of dollars in settlements as well 
as lower productivity, and increased absenteeism and turnover. Sexual harassment 
in the U.S. army is reported to cost $250 million a year in lost productivity, absen- 
teeism, and the replacement and transfer of employees.®” As well, the effects on 
employees can include decreased morale and job satisfaction, as well as negative 
effects on psychological and physical well being.®* There is also some evidence that 
men who perceive their workplace as hostile toward women and minorities report 
lower job satisfaction and trust toward their employer.°? 

Although there are many examples of what constitutes sexual harassment, the 
following is a fairly comprehensive definition: 


The EEOC [Equal Employment Opportunity Commission] regulatory guidelines 
state that unwelcome sexual advances, requests for sexual favours, and other 
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considered to be 
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Several years ago, one of Canada’s most prestigious 
law firms, Tory Tory DesLauriers & Binnington, cele- 
brated a groundbreaking merger with the equally 
prestigious New York-based law firm Haythe & 
Curley to become Tory Haythe. Although small by 
New York standards with only 75 lawyers, Haythe & 
Curley also has offices in Beijing and London and has 
major corporate clients. The merger was celebrated 
by the two firms with a six-foot long cake that was 
iced with the Toronto and Manhattan skylines. 

Canadian law students have long considered 
Tory Tory DesLauriers & Binnington as one of the 
most desirable firms to work for. The newly formed 
Tory Haythe has 300 lawyers and is Canada’s eighth- 
largest law firm and is now an even more attractive 
prospect to aspiring law students. 

However, while the cross-border merger was 
expected to improve the firm's international image, 
Tory Haythe suddenly found itself trying to avoid a 
tarnished image. The firms’ New York lawyers had 
flown to Toronto for a two-day working meeting 
with their Toronto counterparts. The themes of the 
meeting were professionalism, integrity, and 
respect. 

On Friday night, half way through the meetings, 
there was a get-together followed by dinners at the 
Toronto homes of some of the partners of the firm. 
Afterwards, some of the lawyers went to a Toronto 
bar for drinks. However, by Saturday morning 
senior Canadian partner, Les Viner, began to hear 
about events that happened Friday night, events 
that were considered to be inappropriate behaviour 
on the part of the founding and senior American 
partner, Thomas Haythe, who also happens to be 
one of North America’s most successful lawyers. 
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Sexual Harassment at Tory Haythe 


The allegations indicated that what happened 
was not an isolated incident and involved more 
than one woman. There were also witnesses for 
most of the events. Apparently, Haythe made sexual 
advances to several junior and senior Tory Tory 
lawyers and groped several female lawyers who 
were reported to have been traumatized by his 
actions. According to reports in several newspapers, 
Haythe is rumoured to have touched the women’s 
breasts and genitalia, made lewd comments, and 
placed at least one woman's hands on his private 
parts. 

By Monday the stories had become so public and 
pervasive that the firm was faced with the prospect 
of a very public scandal. The incident received con- 
siderable coverage in the media including front page 
stories and a newspaper war between Canada’s two 
national newspapers. It also sparked a debate in the 
legal community, which paid close attention to the 
scandal. Long-time lawyers of the firm were reported 
to be shocked and appalled and deeply upset by the 
behaviour exhibited. Suddenly, the firm had to 
respond to some very serious allegations of sexual 
harassment. What should they do? How should they 
respond to the allegations of Haythe’s inappropriate 
behaviour? You be the manager. 


Questions 


1. How can a sexual harassment policy help an orga- 
nization deal with the kinds of allegations made 
against Thomas Haythe and what should be 
included in such policies? 


2. What do you think Tory Haythe should do about 
the allegations regarding Haythe’s inappropriate 
behaviour? 


To find out how the firm responded, see The 
Manager's Notebook at the end of the chapter. 


Sources: Church, E. (1999, November 26). Professional mergers 
can trip on scant scrutiny. The Globe and Mail, p. M1; Fine, S., & 
Milner, B. (1999, November 27). Medical issue raised in law-firm 
affair. The Globe and Mail, p. A2; Fine, S. (1999, November 25). 
Senior partner at top law firm fired for sexual harassment. The 
Globe and Mail, pp. A1, A10; Fine, S. (1999, November 26). Inside 
the fall of Thomas Haythe. The Globe and Mail, pp. A1, A2; 
Peirce, E., Smolinski, C. A., & Rosen, B. (1998, August). Why sexual 
harassment complaints fall on deaf ears. Academy of 
Management Executive, 41-54; Sexton, R. (1999, December 4). A 
40-year career destroyed in one night. National Post, p. B7; 
Tesher, E. (1999, November 30). Sexual harassment and power 
politics. The Toronto Star, p. A25; Walton, D., & Gibb-Clark, M. 
(1999, November 26). Shouldn't they know better? The Globe and 
Mail, p. A18; Wente, M. (1999, November 27). Thomas Haythe’s 
foolish choices. The Globe and Mail, pp. A1, A25. 
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verbal or physical conduct of a sexual nature constitute sexual harassment when 
submission to requests for sexual favours is made explicitly or implicitly a term 
or condition of employment; submission to or rejection of such requests is used 
as a basis for employment decisions; or such conduct unreasonably interferes 
with work performance or creates an intimidating, hostile, or offensive work 
environment. On the basis of these guidelines, current legal frameworks gener- 
ally support two causes of action that claimants may state: coercion of sexual 
cooperation by threat of job-related consequences (quid pro quo harassment) 
and unwanted and offensive sex-related verbal or physical conduct, even absent 
any job-related threat (hostile work environment).”° 


While few would argue that sexual harassment is a form of unethical behaviour, 
what does it have to do with power? Sexual harassment is a form of unethical 
behaviour that stems, in part, from the abuse of power and the perpetuation of a 
gender power imbalance in the workplace. Managers or supervisors who use their 
position, reward, or coercive power to request sexual favours, demonstrate verbal 
or physical conduct of a sexual nature as a condition of employment, or as a basis 
for employment decisions toward those in less powerful positions, are abusing their 
power and acting in an unethical manner. While the most severe forms of sexual 
harassment are committed by supervisors, the most frequent perpetrators are actu- 
ally co-workers. Although co-workers do not necessarily have the same formal 
power bases as supervisors, power differences often exist among co-workers and 
can also play a role in co-worker sexual harassment. Whether the harasser is a 
supervisor or a co-worker, he or she is likely to be more powerful than the person 
being harassed.’! Not surprisingly, the most vulnerable victims of sexual harassment 
are those who are powerless and cannot afford to lose their jobs.”? 

Sexual harassment is also prevalent in hostile work environments that perpet- 
uate the societal power imbalance between men and women. For example, the 
higher incidences of sexual harassment reported in military environments are 
believed to be partly a function of the rigid hierarchy and power differentials in the 
organization structure.’ Incidents of sexual harassment and organizational inaction 
to complaints of sexual harassment are also more likely in male-dominated indus- 
tries and organizations in which women are powerless and men attempt to execute 
and secure their dominance and position of power relative to women.”+ 

Unfortunately, many organizations are slow to react to complaints of sexual 
harassment, and many do nothing about it until the complainant has reported it to 
the EEOC. For example, until recently, the Canadian Forces denied that a problem 
exists and has been accused of mishandling sexual assault cases.” This phenomenon 
has been referred to as the “deaf ear syndrome,” which refers to the “the inaction 
or complacency of organizations in the face of charges of sexual harassment.”7° A 
review of organizational inaction in response to sexual harassment allegations 
found three main reasons to explain why organizations fail to respond: inadequate 
organizational policies and procedures for managing sexual harassment complaints; 
defensive managerial reactions and rationalizations for failing to act in the face of 
complaints; and organizational features that contribute to inertial tendencies (e.g., 
international companies in the United States have problems managing sexual 
harassment).’” 

Organizations can effectively deal with allegations of sexual harassment and 
increase their responsiveness by taking a number of important measures. On the 
basis of their review of the deaf ear syndrome, Ellen Peirce, Carol Smolinski, and 
Benson Rosen offer the following recommendations: 


m Examine the characteristics of deaf ear organizations. Managers should 
examine their own organizations to determine if they have any of the charac- 
teristics that would make them susceptible to the deaf ear syndrome. 


E. |. Du Pont de Nemours 
www.dupont.com 
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m Foster management support and education. Sexual harassment training pro- 
grams are necessary to educate managers on how to respond to complaints in 
a sensitive and respectful manner. 


m Stay vigilant. Managers must monitor the work environment and remove dis- 
plays of a sexual nature and factors that can contribute to a hostile work envi- 
ronment. 


m Take immediate action. One of the most important things that organizations 
can do is act immediately to complaints of sexual harassment. Failure to act is 
likely to result in negative consequences for the organization and the victims of 
sexual harassment. Organizations considered to be the best places for women 
to work are known for their swift action and severe handling of harassers. 


= Create a state-of-the-art policy. Sexual harassment policies and procedures 
need to clearly define what constitutes sexual harassment and the sanctions 
that will be brought to bear on those found guilty of sexual harassment behav- 
iour. 


m Establish clear reporting procedures. User-friendly policies need to be designed 
so that there are clear procedures for filing complaints and mechanisms in 
place for the impartial investigation of complaints. The privacy of those 
involved must also be protected.”* 


In general, organizations that are responsive to complaints of sexual harassment 
have top management support and commitment, comprehensive education and 
training programs, continuously monitor the work environment, respond to com- 
plaints in a thorough and timely manner, and have clear policies and reporting pro- 
cedures.’? An example of such an organization is E. I. Du Pont de Nemours, which 
has developed a sexual harassment awareness program called A Matter of Respect, 
which includes interactive training programs, peer-level facilitators that are trained 
to meet with employees who want to talk about sexual harassment, and a 24-hour 
hotline. As the company has become more international, so has its training on 
sexual harassment which is now provided in Japan, China, Mexico, and Puerto 
Rico.8° 


Employing Ethical Guidelines 


Given the problems outlined above, many organizations have invested in ethics pro- 
grams. A recent survey of large American organizations reported that 78 percent 
have codes of ethics, 51 percent have hotlines for reporting ethical concerns, and 30 
percent have offices for dealing with ethics.*! 

A few simple guidelines, regularly used, should help in the ethical screening of 
decisions. The point is not to paralyze your decision making but to get you to think 
seriously about the moral implications of your decisions before they are made.8? 


Identify the stakeholders that will be affected by any decision. 


Identify the costs and benefits of various decision alternatives to these stake- 


holders. 


= Consider the relevant moral expectations that surround a particular decision. 
These might stem from professional norms, laws, organizational ethics, codes, 
and principles, such as honest communication and fair treatment. 


= Be familiar with the common ethical dilemmas that decision makers face in 
your specific organizational role or profession. 


m Discuss ethical matters with decision stakeholders and others. Do not think 
ethics without talking about ethics. 


= Convert your ethical judgments into appropriate action. 
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What this advice does is enable you to recognize ethical issues, make ethical 
judgments, and then convert these judgments into behaviour.*? 


Training and education in ethics have become very popular in North American 
organizations. Evidence indicates that formal education in ethics does have a posi- 
tive impact on ethical attitudes.*4 


1. 


the manager’s 


Organizational inaction in response to sexual 
harassment complaints is often due to inade- 
quate sexual harassment policies and proce- 
dures. Sexual harassment policies and procedures 
lay the groundwork for identifying what sexual 
harassment involves and how to report and 
respond to sexual harassment complaints. Sexual 
harassment policies should be clearly written and 
include definitions of sexual harassment with 
examples of acceptable and unacceptable behav- 
iour as well as user-friendly reporting procedures 
that are clear and unambiguous. User-friendly 
policies should include clear procedures for filing 
complaints, mechanisms for rapid investigation, 
and provisions for protecting the privacy of 
accusers and accused. Sanctions should also be 
clearly indicated. A company’s sexual harassment 
policy indicates top management's conviction 
that sexual harassment will not be tolerated at 
any level in the organization and ensures that a 
mechanism exists so that victims of sexual harass- 
ment can register complaints, and that such com- 
plaints can be redressed. 

When Tory Tory DesLauriers & Binnington 
merged with Haythe & Curley, they brought with 
them a seven-page corporate policy on sexual 
harassment in the workplace. Their policy indi- 
cates their commitment to providing a work- 
place in which all members are able to work in 
an environment free from harassment; what 
harassment means along with examples; what to 
do in the case of harassment; informal resolution 
options; and disciplinary and rehabilitative 
action that can result in the discharge of an 
employee or partner. Tory Tory DesLauriers & 
Binnington has long had a zero tolerance atmos- 


Sexual Harassment at Tory Haythe 


phere of sexual harassment. Three years ago the 
firm held a session to train its members in harass- 
ment policy following complaints against its staff 
members. According to senior Canadian partner 
Les Viner, Haythe’s actions violated the firm's 
sexual harassment policy. 


. In a recent review of several high-profile sexual 


harassment cases, it was concluded that the most 
important thing for an organization to do in 
response to sexual harassment complaints is to 
act immediately. In fact, many organizations that 
are known as best places for women to work 
have reputations for dealing swiftly and severely 
with harassers. In the case of Thomas Haythe, he 
publicly apologized before 250 colleagues for his 
inappropriate behaviour at a dinner the fol- 
lowing evening that was sponsored by the firm. 
However, within four days following the inci- 
dent, he was fired from his firm for sexual harass- 
ment. Among the American partners of the firm, 
there was no dissent about taking action against 
him. All agreed, unanimously, quickly, and deci- 
sively, that it was intolerable, and there was no 
division at all among the men and women in the 
firm. Senior Canadian partner Les Viner said, 
"Swift, decisive action was taken because it 
threatened our core values of professionalism 
and collegiality and respect.” The name of the 
firm was changed to Torys LLP to reflect his 
departure. After being removed from his roles 
and responsibilities in the firm, Haythe went on 
medical leave and was reported to be under- 
going medical assessment for a medical condi- 
tion that could be a brain tumour. Those stories 
proved to be untrue, and Mr. Haythe is now affil- 
iated with a law firm in New York. 
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uncertainty for the organization, when their func- 


Learning Objectives Checklist 


Power is the capacity to influence others who are in 
a state of dependence. People have power by virtue 
of their position in the organization (legitimate 
power) or by virtue of the resources that they com- 
mand (reward, coercion, friendship, or expertise). 


People can obtain power by doing the right things 
and cultivating the right people. Activities that lead 
to power acquisition need to be extraordinary, vis- 
ible, and relevant to the needs of the organization. 
People to cultivate include outsiders, subordinates, 
peers, and superiors. 


Empowerment means giving people the authority, 
opportunity, and motivation to solve organizational 
problems. Power is thus located where it is needed 
to give employees the feeling that they are capable of 
doing their jobs well. 


Influence tactics are interpersonal strategies that 
convert power into influence. They include 
assertiveness, ingratiation, rationality, exchange, 
upward appeal, and coalition formation. Rationality 
(logic, reason, planning, compromise) is generally 
the most efficient tactic. 


Research has found that effective managers often 
have a high need for power. While individuals with 
high n Pow can, in some circumstances, behave in an 
abusive or dominating fashion, they can also use 
their power responsibly and to the benefit of others. 
Managers with a high need for power are effective 
when they use this power to achieve organizational 
goals. 


Organizational subunits obtain power by control- 
ling strategic contingencies. This means that they are 
able to affect events that are critical to other sub- 
units. Thus, departments that can obtain resources 
for the organization will acquire power. Similarly, 
subunits gain power when they are able to reduce 


tion is central to the workflow, and when other sub- 
units or outside contractors cannot perform their 
tasks. 


Organizational politics occurs when influence 
means that are not sanctioned by the organization 
are used or when nonsanctioned ends are pursued. 
The pursuit of nonsanctioned ends is always dys- 
functional, but the organization may benefit when 
nonsanctioned means are used to achieve approved 
goals. Several political tactics were discussed: 
Machiavellianism is a set of cynical beliefs about 
human nature, morality, and the permissibility of 
using various means to achieve one’s ends. 
Situational morality, lying, and “psyching out” are 
common tactics. Networking is establishing good 
relations with key people to accomplish goals. 
Defensiveness means avoiding taking actions that do 
not suit one’s political agenda and avoiding blame 
for negative events. 


Ethics is systematic thinking about the moral conse- 
quences of decisions. Of particular interest is impact 
on stakeholders, people who have the potential to be 
affected by a decision. Ethical dilemmas that man- 
agers face involve honest communication, fair treat- 
ment, special consideration, fair competition, 
responsibility to the organization, social responsi- 
bility, and respect for law. Causes of unethical behav- 
iour include the potential for great gain, the existence 
of role conflict, the extremes of business competition 
(great or none), organizational and industry culture, 
and certain personality characteristics. 


Sexual harassment is a form of unethical behaviour 
that stems from the abuse of power and the perpet- 
uation of a gender imbalance in the workplace. 
There are a number of steps that can be taken to 
deal with harassment, such as training and educa- 
tion, rapid response, clear and formal policies, vigi- 
lance, and detection of the “deaf ear” syndrome. 
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Ethics and Leadership: The Case of Radwanski's “Reign of Terror” 


In this chapter, we described ethics in organizations 
and some of the causes of unethical behaviour. For 
example, it was noted that aspects of an organiza- 
tion's culture influence ethics. This raises an inter- 
esting question. If, as indicated in Chapter 8, top 
management and leaders are major contributors to 
an organization's culture, then ethical conduct in an 
organization must be partly a function of an organi- 
zation’s leaders. 

Let's consider the case of Canada’s Privacy 
Commission and the former Commissioner, George 
Radwanski, who resigned from his position in June 
of 2003 before a parliamentary committee could 
recommend he be fired for his lavish and unjustifi- 
able spending. An investigation of Canada’s Privacy 
Commission by Auditor-General Sheila Fraser found 
that the scope of the abuses, cronyism, extrava- 
gance, and misuse of hundreds of thousands of tax- 
payers’ dollars by the Commission was beyond her 
“wildest dreams” and so extreme that the RCMP 
had been called in to investigate. 

The Auditor-General’s report revealed abuses on 
a scale that shocked MPs, bureaucrats, and minis- 
ters—in what has been described as a management 
free-for-all. The report indicates a “majorbreak- 
down” in financial controls that “allowed the abuse 
of the public treasury for the benefit of the former 
commissioner and a few senior executives. The 
abuses included three senior executives’ falsifica- 
tion of financial statements to Parliament to hide 
the fact the commission overspent its budget by 
$234,000; the overpayment of executives by more 
than $250,000; unclaimed taxable benefits by senior 
executives; the reclassification of executives’ jobs 
without justification in order to pay them higher 
salaries; unreasonable and extravagant spending on 
travel and hospitality that exceeded the allowable 
maximum spending limits; favoured executives 
receiving rapid promotions and raises as high as 20 
percent; all executives receiving the maximum 
bonus; contracts and jobs being handed out to 
friends of Mr. Radwanski and his officials; and the 
payment of two $15,000 advances to Radwanski 
without justification. 

The Auditor-General said she was “outraged” at 
the climate of “fear and arbitrariness” that led to a 
“complete breakdown in controls in all aspects of 
management.” According to Fraser, Radwanski and 
his senior managers “turned a blind eye” to abuses 
of the laws and policies that govern the public ser- 
vice. She said that she was most “saddened” by the 
treatment of employees who worked in what she 
described as a “poisoned work environment” of 


abuse, intimidation, and humiliation. Employees 
broke down when telling stories of verbal abuse, 
intimidation, inappropriate comments, and humilia- 
tion in front of their colleagues. They described 
Radwanski’s leadership as a “reign of terror” in 
which they feared reprisals if they reported abuses. 
Workers who displeased Mr. Radwanski were ban- 
ished to another floor, had their work taken away 
or contracted out, were excluded from meetings, or 
were not allowed to put their names on reports. 
Employees who were favoured and were part of 
Radwanski’s “inner circle” were treated very well 
and received promotions and raises. The report 
found that favouritism was rife at the Commission, 
and job competitions and postings were orches- 
trated and manipulated so they could be steered to 
whom they wanted. 

This case, along with the Enron and WorldCom 
scandals described in the chapter opening vignette, 
clearly demonstrate the importance of ethics in 
leadership and the effect of unethical leadership 
behaviour on an organization and its members. In 
Chapter 9, we discussed leadership effectiveness 
with particular emphasis on what might be called 
“technical” effectiveness and competence. 
However, it should now be clear to you that effec- 
tive leadership also has a moral and ethical dimen- 
sion. In other words, to be an effective leader, one 
must be ethical in addition to being competent. But 
what does being an ethical leader entail? 

In his book, Leadership: The Inner Side of 
Greatness, Peter Koestenbaum presents a model of 
leadership that consists of four foundations that 
contribute to greatness. The four foundations are 
vision, reality, courage, and ethics. In other words, 
to achieve greatness, a leader must have a vision 
and be realistic, courageous, and ethical. According 
to Koestenbaum, “An ethical leader is always sensi- 
tive to people, for ethics means to be of service.” 
Being ethical means that people matter to you and 
that morality and integrity are very important to 
you. 

Koestenbaum suggests four tactics that are 
important for ethical leadership. First, ethical lead- 
ership involves teamwork—accomplishing tasks 
through people working together. Second, it 
requires that there be meaning in one’s own work 
and the work one creates for others. Third, ethical 
leadership includes communication and caring— 
mentoring others, seeing the world from their point 
of view, and making others successful. This means 
that a leader has an obligation to help people 
develop in order to further their careers and feel 


(continued) 


better about themselves. Fourth, ethical leadership 
requires integrity, morality, and principles—adher- 
ence to core values and the integrity of one’s value 
system and a commitment to justice, equality, fair- 
ness, truthfulness, and dignity. 

As you can see, ethics and leadership are intri- 
cately linked together. The ethical orientation of a 
leader is a key factor in promoting ethical behaviour 
in an organization and in creating an ethical organi- 
zational culture. Furthermore, effective leaders are 
those who are both competent and ethical. 

Now that you know what it means to be an eth- 
ical leader, review the findings of the Auditor- 


Discussion Questions 


1, 


Contrast the bases of power available to an army 
sergeant with those available to the president of a 
voluntary community association. How would 
these differences in power bases affect their influ- 
ence tactics? 


Are the bases of individual power easily substi- 
tutable for each other? Are they equally effective? 
For example, can coercive power substitute for 
expert power? 


Suppose that you are an entrepreneur who has 
started a new chain of consumer electronic stores. 
Your competitive edge is to offer excellent cus- 
tomer service. What would you do to empower 
your employees to help achieve this goal? 


Imagine that you are on a committee at work or in 
a group working on a project at school that 
includes a “high Mach” member. What could you 
do to neutralize the high Mach’s attempts to 
manipulate the group? 


Discuss the conditions under which the following 
subunits of an organization might gain or lose 
power: Legal department; research and develop- 
ment unit; public relations department. Use the 
concepts of scarcity, uncertainty, centrality, and 
substitutability in your answers. 


Differentiate between power and politics. Give an 
example of the use of power that is not political. 


Is it unethical to occasionally surf the internet at 
work? Is it unethical to download pornography? 
Defend your answers. 
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General's report on the former Privacy Commissioner 
(above), and identify the lapses in ethical leadership. 


Sources: Ciulla, J. B. (1995). Leadership ethics: Mapping the terri- 
tory. Business Ethics Quarterly, 5(1), 5-28; Clark, C. (2003, October 
1). Radwanski accused of falsitying documents. The Globe and 
Mail, p. A4; Clark, C. (2003, October 1). Radwanski audit details 
junkets and cronyism. The Globe and Mail, pp. A1, A4; Hood, J. N. 
(2003). The relationship of leadership style and CEO values to eth- 
ical practices in organizations. Journal of Business Ethics, 43, 263- 
273; Koestenbaum, P. (2002). Leadership: The inner side of 
greatness. San Francisco, CA: Jossey-Bass; Lawton, V. (2003, 
October 1). Watchdog ruled with a “reign of terror” report says. 
Toronto Star, pp. A1, A9; Lawton, V. (2003, October 1). Radwanski 
blames staff for mistakes. Toronto Star, p. A9; May, K. (2003, 
October 1). Auditor finds “reign of terror.” National Post, A1. 


8. Is sexual harassment more likely to be a problem in 
some occupations and types of organizations? 
Describe those occupations and organizational cul- 
tures where sexual harassment is most likely to be 
a problem. What can be done to prevent sexual 
harassment in these occupations and organizations? 


Integrative Discussion Questions 


1. Consider the role of politics and ethics in decision 
making. How can organizational politics be a 
source of effective or ineffective decision making in 
organizations? In what way can the causes of 
unethical behaviour influence decision making? 


2. How can an organization create an ethical work- 


place where ethical behaviour is the norm? Refer to 
the organizational learning practices in Chapter 2, 
the models of attitude change in Chapter 4, and the 
contributors to organizational culture in Chapter 8 
to answer this question. 


Experiential Exercise 


Is This Sexual Harassment? 


Goals 


1. To help students to understand what is and what is not 
sexual harassment on the job. 


To apply the federal governments sexual harassment 
guidelines to workplace situations. 
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The Equal Employment Opportunity Commission’s guide- 
lines define sexual harassment as: 


unwelcome sexual advances, requests for sexual favours, 
and other physical and verbal contact of a sexual nature 
when it affects the terms of employment under one or 
more of the following conditions: such an activity is a con- 
dition for employment; such an activity is a condition of 
employment consequences such as promotion, dismissal, 
or salary increases; such an activity creates a hostile 
working environment. 


Instructions 


Given the guidelines, which of the following incidents are 
examples of sexual harassment? Explain your reasons for your 
answers. Your instructor will give you the expert opinion on 
whether or not each incident is an example of sexual harass- 
ment. 


1. While teaching Gary how to run the new spreadsheet pro- 
gram on the computer, Lois, his supervisor, puts her hand 
on his shoulder. 


2. Julie, the new secretary to the vice-president of manufac- 
turing, frequently has to go out into the plant as part of 
her job. Several of the machinists have been whistling at 
her and shouting off-colour remarks as she passes through 
the shop. One of the other women in the company found 
Julie crying in the ladies’ room after such an incident. 


3. Paul and Cynthia, two sales reps, are both married. 
However, it is well known that they are dating each other 
outside the office. 


4. Jeanne’s boss, Tom, frequently asks her out for drinks 
after work. She goes because both are single and she 
enjoys his company. On one of these occasions, he asks 
her out to dinner for the following Saturday evening. 


5. Steve’s boss, Cathy, frequently makes suggestive com- 
ments to him and has even suggested that they meet out- 
side the office. Although at first he ignored these remarks, 
recently he made it clear to her that he had a steady girl- 
friend and was not available. When she gave him his per- 
formance appraisal, much to his surprise, she cited him for 
not being a team player. 


6. Jackie received a call at work that her father died sud- 
denly. When she went to tell her boss that she had to leave, 
she burst into tears. He put his arms around her and let 
her cry on his shoulder. 


7. Marge’s co-worker, Jerry, frequently tells her that what she 
is Wearing is very attractive. 


8. While being hired as a secretary, Amanda is told that she 
may occasionally be expected to accompany the manager 
on important overnight business trips to handle the cler- 
ical duties at these meetings. 


9. Joe, an elderly maintenance man, often makes suggestive 
comments to the young females in the office. His behav- 
iour has been reported to his supervisor several times but 
it is dismissed as, ‘Don’t be so sensitive, old Joe doesn’t 
mean any harm.” 


10. Jennifer frequently wears revealing blouses to the office. 
Several times she has caught male employees staring at her. 
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Source: Harvey, C. P., & Allard, M. J. (1995). Understanding diver- 
sity: Readings, cases, and exercises. New York: HarperCollins 
College. 


Case Incident 


Mr. Nobody 


After graduating from university at the top of his class, Jack 
was ready to set the corporate world on fire. Soon after 
landing a job in a top brokerage firm, he was determined to 
move up the corporate ladder as fast as possible. As always, 
Jack liked to influence people and get them to see and do 
things his way. Unfortunately, he soon found that nobody 
really cared about what he had to say, and after a month, his 
co-workers started avoiding him. Jack could not understand 
how he went from being so influential in university to being a 
nobody at work. 


Questions 


1. How would you explain to Jack his lack of power and 
influence in the organization? 


2. What advice would you give Jack on how to obtain power 
in his organization? 


Case Study 


Faking It 


Arla Smith was fiercely proud of the Capital Consulting 
Group, an economic and political consultancy that she’d 
established in Ottawa in 1983 and nurtured through five years 
of exceptional growth and success. During that time, her com- 
pany had developed an impeccable reputation for its detailed, 
perceptive reports and advice and its high ethical standards. 
So when Smith discovered that one of her key analysts had 
lied about his education when he’d originally been hired, 
Smith felt overcome by panic. 

Rudy Singh had joined Capital a few months after it 
started. Smith had met him at a cocktail party thrown by a 
prominent Ottawa journalist and was impressed by Singh’s 
urbane, relaxed manner. In conversation, Singh told her he 
had graduated from the University of California—Berkeley 
with a masters degree in political science—his thesis was on 
the effectiveness of minority governments in Canadian his- 
tory—and that he was looking for a more challenging job than 
his present position with a federal government department. 
Singh explained that although he was born in Canada, he had 
moved to Los Angeles with his mother eight years previously, 
following his parents’ divorce. He had returned to Canada a 
few years after that because of his interest in the Canadian 
political system. Smith was so impressed with the 26-year-old 
that she invited him for a job interview the next day. 

During the interview, Singh continued to impress Smith 
with his far-ranging knowledge of politics. Singh also demon- 
strated that he was well-read in literature, philosophy, and 
economics. The rapport between the two was such that Smith 
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paid scant attention to Singh’s résumé, which listed an under- 
graduate and master’s degree. Smith offered him a job a few 
days later without checking any of Singh’s background or ref- 
erences. 

Rudy Singh proved to be an excellent addition to the 
Capital Group. His insightful reports and sophisticated 
manner with clients won him rave reviews. Occasionally 
quoted and interviewed by the media, he quickly established 
himself as one of Smith’s most valuable associates. 

In September, 1987, however, Smith learned that the seem- 
ingly well-educated Singh was anything but. Smith was at 
dinner with a close friend one evening when the couple’s 
daughter began talking about her political science studies at 
the University of Toronto. She was particularly interested in 
the workings of the parliamentary system. When Smith men- 
tioned Singh’s thesis topic, she immediately asked if she could 
read it. 

The next day Smith asked Singh if he minded letting the 
young woman read his thesis. Singh said he’d be happy to, but 
unfortunately it was packed away in a box at his mother’s 
home in Los Angeles. Smith had one of her staff telephone 
Singh’s university to see about getting a photocopy of the 
thesis sent by courier. But there was no record of any such 
thesis nor of a Rudy Singh ever having been registered at 
Berkeley. 

The news hit Smith like a shock wave. She immediately 
called Singh into her office and confronted him with the news. 
Ashen-faced, Singh admitted that he’d falsified his résumé. He 
explained that although he loved to read and had always been 
considered of above-average intelligence, he had never done 
well at school. Sitting in class bored him and he barely man- 
aged to graduate from high school in Los Angeles. His marks 
were too low to gain him entry to university, so he decided to 
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educate himself. He read voraciously and he talked some 
Berkeley professors into letting him sit in on their classes. 
Freed from the official strictures at school, he learned at a phe- 
nomenal rate. He apologized profusely for faking his résumé 
but said that he had doubted anyone would have considered 
hiring him without the appropriate credentials. 

Smith felt truly confused. She liked and admired Singh. She 
respected his intelligence and really didn’t care whether Singh 
had “the right pieces of paper.” But Smith was deeply con- 
cerned about what might happen if Singh’s deception became 
public. Would Singh, and subsequently The Capital 
Consulting Group, lose credibility? Should she fire Singh, ask 
for his resignation, or just maintain the status quo and hope 
nobody ever finds out? 


Source: Reprinted with permission of Paul McLaughlin, freelance 
writer and journalism instructor at Ryerson University. McLaughlin, 
P. (1988, June). Faking it. Canadian Business, 273-274. 


1. Before the faked résumé was discovered, describe Rudy 
Singh’s bases of power. Explain the process by which Rudy 
acquired this power. 


2. Was faking the résumé an example of organizational poli- 
tics? Defend your answer. 


3. What are some factors that might have contributed to 
Rudy’s decision to pad his résumé? Was it ethical? 


4. Is it ethical to fire Singh? Is it ethical to keep Singh on at 
Capital Consulting? 


5. Who are the stakeholders in this episode? 
6. What should Arla Smith do now? 


